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Title  24 — Housing  and  Urban 
Development 

CHAPTER  VIII— LOW-INCOME  HOUS¬ 
ING,  DEPARTMENT  OF  HOUSING 
AND  URBAN  DEVELOPMENT 

[Docket  No.  R-79-4751 

PART  882— SECTION  8  HOUSING  AS¬ 
SISTANCE  PAYMENTS  PROGRAM- 
EXISTING  HOUSING 

Public  Housing  Agency  (PHA) 
Management 

AGENCY:  Office  of  the  Assistant  Sec¬ 
retary  for  Housing— Federal  Housing 
Commissioner,  HUD. 

ACTION:  Final  rule. 

SUMMARY:  This  final  rule  will 
permit  a  public  housing  agency  (PHA) 
to  perform  management  services  for  a 
Section  8  Existing  Housing  project, 
even  though  the  PHA  is  also  adminis¬ 
tering  the  Housing  Assistance  Pay¬ 
ments  Contract  for  that  project.  The 
present  regulations  prohibit  a  PHA 
from  serving  in  both  capacities.  The 
change  was  made  possible  by  a  1977 
statutory  amendment. 

EFFECTIVE  DATE:  April  18,  1979. 

FOR  FURTHER  INFORMATION 
CONTACT*. 

Patricia  Arnaudo,  Acting  Director, 
Existing  Housing  Division,  Office  of 
Existing  Housing  and  Moderate  Re¬ 
habilitation,  Department  of  Housing 
and  Urban  Development,  451  Sev¬ 
enth  Street  SW..  Washington.  D.C. 
20410,  (202)  755-6460.  This  is  not  a 
toll-free  number. 

SUPPLEMENTARY  INFORMATION: 
On  November  2,  1977  (at  FR  57416) 
the  Department  published  a  rule  pro¬ 
posing  to  amend  the  Section  8  Exist¬ 
ing  Program  Regulations  regarding 
PHA  management.  Although  this  pro¬ 
posed  rule  was  published  together 
with  a  proposed  rule  regarding  conver¬ 
sions  of  Section  23  units  to  the  Section 
8  program,  the  final  rules  are  being 
published  separately. 

The  Department  received  13  written 
comments  in  response  to  the  proposed 
rule  on  PHA  management  and  numer¬ 
ous  other  suggestions  from  PHAs  and 
others,  all  of  which  have  been  careful¬ 
ly  considered  in  preparing  this  final 
rule. 

Summary  of  Rule  Proposed  on 
November  2,  1977 

The  Department  proposed  to  allow 
PHA’s  to  perform  management  func¬ 
tions  on  behalf  of  owners  of  Section  8 
Existing  units  even  though  the  PHA 
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administers  the  Housing  Assistance 
Payments  Contract  for  those  units. 
This  was  done  pursuant  to  Section 
201(e)  of  the  Housing  and  Community 
Development  (HCD)  Act  of  1977  which 
amended  Section  8(d)  of  the  U.S. 
Housing  Act  of  1937  to  authorize  the 
Secretary  to  approve  PHA  manage¬ 
ment  in  these  cases.  HUD  proposed  to 
implement  the  PHA  management  pro¬ 
visions  on  a  demonstration  basis  in  lo¬ 
calities  where  documentation  by  the 
PHA  shows  that  performance  of  these 
functions  by  the  PHA  would  be  neces¬ 
sary  to  provide  housing  for  eligible 
families  particularly  very  low-income 
or  large  lower-income  families. 

Eligibility  for  PHA  Management 

PHA’s  which  commented  on  this 
proposed  rule  objected  to  the  limited 
implementation  of  the  PHA  manage¬ 
ment  provision,  particularly  the  em¬ 
phasis  on  using  this  provision  to  pro¬ 
vide  housing  for  very  low-income  or 
large  lower-income  families.  Also,  the 
PHA’s  felt  that  restricting  PHA  man¬ 
agement  to  a  demonstration  would  not 
reflect  the  intent  of  the  1977  amend¬ 
ment.  In  addition,  many  of  the  PHA’s 
which  commented  felt  that  to  permit 
PHA  management  would  provide  a 
major  incentive  to  Section  23  owners 
to  convert  from  the  Section  23  pro¬ 
gram  to  Section  8  especially  where  the 
current  leases  under  the  Section  23 
program  provide  for  the  management 
and  maintenance  functions  to  be  per¬ 
formed  by  the  PHA. 

Under  the  final  rule,  PHA  manage¬ 
ment  will  not  be  restricted  to  a  demon¬ 
stration.  HUD  Field  Offices  will  be  au¬ 
thorized  to  approve  PHA  management 
in  any  case  where  the  PHA  demon¬ 
strates  that  it  is  necessary  to  provide 
housing  for  eligible  families,  including 
but  not  limited  to  very  low-income  or 
large  lower-income  families,  or  that  it 
would  provide  an  incentive  for  conver¬ 
sion  from  the  Section  23  to  the  Sec¬ 
tion  8  program.  In  addition,  the  PHA 
must  demonstrate  that  it  has  or  will 
have  the  capability  to  perform  ade¬ 
quately  the  management  function  for 
the  units  as  proposed  in  the  applica¬ 
tion  to  HUD,  taking  into  consideration 
the  relevant  characteristics  of  the 
housing  and  the  families,  e.g.,  scat¬ 
tered  site  or  multifamily  projects  and 
elderly,  handicapped  or  families  with 
children. 

Management  Contract 

Those  PHA’s  which  commented  on 
the  management  function  indicated 
that  they  would  peed  additional  fees 
from  HUD  to  perform  these  manage¬ 
ment  functions  rather  than  relying  on 
a  fee  from  the  owner. 

The  owner  of  a  Section  8  Existing 
Housing  unit  has  the  responsibility  for 
performing  these  functions  pursuant 
to  §882.117,  and  the  owner’s  compen¬ 
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sation  for  performing  these  responsi¬ 
bilities  is  included  in  the  Contract 
Rent.  Therefore,  if  the  owner  wants 
the  PHA  to  perform  his  management 
functions,  the  owner  must  pay  the 
PHA  from  the  Contract  Rents,  and 
the  PHA  may  not  look  to  HUD  for  any 
payments  in  this  respect. 

The  Department  has  added  other 
provisions  with  regard  to  the  manage¬ 
ment  contract.  First,  the  term  of  the 
proposed  management  contract  shall 
be  limited  to  one  year  in  order  that 
the  parties  and  HUD  may  evaluate  the 
effectiveness  of  such  a  contract  and 
renew  it  from  year  to  year  if  justified. 
For  similar  reasons,  the  contract  shall 
include  a  clause  which  will  allow 
either  party  to  terminate  the  contract, 
or  HUD  to  require  termination  of  the 
contract  on  90  days  advance  written 
notice. 

Second,  the  Regulations  permit 
flexibility  in  the  scope  of  management 
services  performed  by  the  PHA.  based 
on  the  needs  of  the  owner  and  the  ca¬ 
pabilities  of  the  PHA. 

Third,  the  compensation  to  the  PHA 
shall  be  in  the  form  of  a  fixed  fee  to 
cover  all  routine  management  services 
including  routine  legal  services,  and 
local  travel.  Costs  of  non-routine  re¬ 
pairs  and  replacements,  taxes,  insur¬ 
ance  and  utilities  and  other  non-rou¬ 
tine  items  shall  be  paid  by  the  owner 
to  the  PHA  in  addition  to  the  fixed 
fee. 

Fourth,  the  amount  of  the  manage¬ 
ment  fee  shall  be  negotiated  between 
the  owner  and  the  PGA  and  approved 
by  HUD.  The  fee  shall  be  specified  as 
dollars  per  unit  rather  than  a  percent 
of  Contract  Rent  in  order  to  avoid  any 
financial  incentive  to  the  PHA  which 
would  result  if  the  amount  of  the  fee 
were  a  percentage  of  the  Contract 
Rent.  In  addition,  the  fee  must  be  suf¬ 
ficient  to  compensate  the  PHA  for  the 
cost  of  providing  the  services,  includ¬ 
ing  the  pro  rated  fair  share  of  all  indi¬ 
rect  and  overhead  costs  so  as  to  assure 
that  the  costs  of  this  management 
function  are  not  shifted  to  other  HUD 
assisted  programs. 

The  fee  shall  also  be  shown  to  be 
reasonable  when  compared  with  fees 
paid  to  private  firms  in  similar  man¬ 
agement  situations,  such  as  manage¬ 
ment  of  Section  8  Existing  units  and 
FHA  projects. 

PHA’s  shall  keep  separate  accounts 
and  records  on  the  PHA  management 
functions. 

Finally,  because  of  the  close  rela¬ 
tionship  between  the  PHA  and  the 
units  in  question,  § 882.117(c)(4)  pro¬ 
vides  that  the  PHA  may  not  approve 
Contract  Rents  above  Fair  Market 
Rents  under  §§  882.106(a)(2)  and 
882.120(b)  without  prior  HUD  approv¬ 
al. 
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HUD  Monitoring 

Since  the  PHA  will  be  managing  the 
units  for  which  it  also  functions  as  a 
contract  administrator  and  will  thus, 
be  in  the  position  of  supervising  and 
evaluating  its  own  activities,  the  rule 
emphasizes  that  HUD  monitoring 
shall  include  inspections  of  the  units 
and  other  reviews  sufficient  to  enable 
the  Field  Office  to  determine  whether 
there  is  compliance  by  the  PHA  and 
the  owner  with  the  terms  and  condi¬ 
tions  of  the  ACC  and  the  Contract. 
National  Environmental  Policy  Act 

A  finding  of  inapplicability  respect¬ 
ing  the  National  Environmental  Policy 
Act  of  1969  tips  been  made  in  accord¬ 
ance  with  HUD  procedures.  A  copy  of 
this  finding  of  inapplicability  will  be 
available  for  public  inspection  during 
regular  business  hours  at  the  office  of 
the  Rules  Docket  Clerk.  Office  of  the 
General  Counsel.  Room  5218,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment.  451  Seventh  Street  SW..  Wash¬ 
ington.  D.C. 20410. 

Accordingly.  24  CFR  Part  882  is 
amended  as  follows: 

1.  Section  882.117(b)  and  (c)  is  re¬ 
vised  to  read: 

§  882. 1 17  Responsibilities  of  the  owner. 

•  #  »  •  » 

(b)  Any  owner  may  contract  with 
any  private  or  public  entity  to  perform 
for  a  fee  the  services  required  by  para¬ 
graph  (a)  of  this  section:  Provided, 
That  such  a  contract  shall  not  shift 
any  of  the  owner's  responsibilities  or 
obligations. 

(c)  Where  an  owner  and  a  PHA  wish 
to  contract  for  management  by  the 
PHA  of  units  under  Housing  Assist¬ 
ance  Payments  contracts  which  are 
administered  by  the  PHA  pursuant  to 
an  ACC,  the  PHA  shall  submit  an  ap¬ 
plication  to  the  Field  Office  request¬ 
ing  HUD  approval. 

(1)  Application  requirements.  The 
application  by  the  PHA  to  HUD  shall 
be  accompanied  by  a  copy  of  the  pro¬ 
posed  management  contract  and  sup¬ 
ported  by  documentation  showing 
that: 

(i)  Performance  of  the  management 
functions  by  the  PHA  is  necessary  to 
provide  housing  for  eligible  families, 
including  but  not  limited  to  very  low- 
income  or  large  lower-income  families 
or  that  it  would  provide  an  incentive 
for  conversion  from  Section  23  to  the 
Section  8  program: 


RULES  AND  REGULATIONS 

<ii)  The  PHA  has  or  will  have  the  ca¬ 
pability  to  perform  adequately  the 
management  functions  for  the  units  as 
proposed  in  the  application  taking 
into  consideration  the  relevant  charac¬ 
teristics  of  the  housing  and  the  fami¬ 
lies,  e.g..  scattered  site  or  multifamily 
projects  and  elderly,  handicapped,  or 
families  with  children;  and 

(iii)  The  management  contract 
meets  the  conditions  of  paragraphs  (c) 

(2)  and  (3)  of  this  section. 

(2)  Contract  term.  The  term  of  a 
proposed  management  contract  shall 
be  limited  to  one  year  in  order  that 
the  parties  and  HUD  may  evaluate  the 
effectiveness  of  such  a  contract  and 
renew  it  from  year  to  year  if  justified. 
For  similar  reasons,  the  contract  shall 
Include  a  clause  which  will  allow 
either  party  to  terminate,  or  HUD  to 
require  termination  of.  the  contract  on 
90  days  advance  w  ritten  notice. 

(3)  Management  fee.  The  compensa¬ 
tion  *o  the  PHA  shall  be  in  the  form 
of  a  fixed  fee  to  cover  all  routine  man¬ 
agement  services  including  routine 
legal  services  and  local  travel.  Costs  of 
non-routihe  repairs  and  replacements, 
taxes,  insurance  and  utilities  and 
other  non-routine  items  shall  be  paid 
by  the  owner  to  the  PHA  in  addition 
to  the  fixed  fee.  The  amount  of  the 
fixed  management  fee  shall  be  negoti¬ 
ated  between  the  owner  and  the  PHA 
and  approved  by  HUD.  The  fee  shall 
be  specified  as  dollars  per  unit  rather 
than  a  percent  of  Contract  Rent  in 
order  to  avoid  any  financial  incentive 
to  the  PHA  which  would  result  if  the 
amount  of  the  fee  were  a  percentage 
of  the  Contract  Rent.  The  fee  shall  be 
sufficient  to  compensate  the  PHA  for 
the  cost  of  providing  the  services,  in¬ 
cluding  the  pro  rated  fair  share  of  all 
indirect  and  overhead  costs  so  as  to 
assure  that  costs  of  this  management 
function  are  not  shifted  to  other  HUD 
assisted  programs.  The  fee  shall  also 
be  shown  to  be  reasonable  when  com¬ 
pared  with  fees  paid  to  private  firms 
in  similar  management  situations, 
such  as  management  of  Section  8  Ex¬ 
isting  Housing  units  and  FHA  proj¬ 
ects. 

(4)  Contract  rents.  Notwithstanding 
the  provisions  of  §§  882.106(a)(2)  and 
882.120(b),  a  PHA  may  not  approve, 
without  prior  HUD  approval,  rents 
which  exceed  the  appropriate  Fair 
Market  Rent  for  a  unit  for  which  it 
provides  the  management  functions 
under  this  section. 
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(5)  HUD  review  responsibilities. 

HUD  recognizes  that  under  this  sec¬ 
tion  the  FHA  will  be  managing  the 
units  for  which  it  also  functions  as  a 
contract  administrator  and  will  thus 
be  in  the  position  of  supervising  and 
evaluating  its  own  activities.  Accord¬ 
ingly,  in  addition  to  the  PHA’s  respon¬ 
sibilities  pursuant  to  §§882.116(0)  and 
881211(b).  the  HUD  Field  Office  shall 
make  such  reviews  of  project  oper¬ 
ations  including  inspection  of  units  as 
are  sufficient,  in  frequency,  nature 
and  extent,  to  assure  that  the  owner 
and  the  PHA  are  in  full  compliance 
with  the  terms  and  conditions  of  the 
Contract  and  the  ACC. 

(6)  PHA  Records.  PH  As  shall  keep 
separate  accounts  and  records  of  their 
activities  in  performing  the  manage¬ 
ment  functions  pursuant  to  this 
§882.117. 

2.  Section  882.121(c)(1)  is  revised 
to  read  as  follows: 

§  882.121  HUD  administration  of  pro¬ 
grams  under  this  part. 

*  •  #  •  * 

(c)(1)  If  the  PHA  owns  housing 
which  is  suitable  for  utilization  under 
this  Part,  HUD  shall  ascertain  wheth¬ 
er  there  Lsl  another  PHA  able  and  will¬ 
ing  to  enter  into  an  ACC  and  adminis¬ 
ter  the  program  under  this  Part  with 
respect  to  housing  which  is  owned  by 
the  first  PHA.  If  so,  such  an  ACC  may 
be  entered  into,  and  the  housing  cov¬ 
ered  thereby  shall  be  excluded  from 
the  ACC  with  the  first  PHA. 

(2)  If,  on  the  basis  of  inquiry  and  all 
other  pertinent  information  available 
to  the  HUD  Field  Office.  HUD  deter¬ 
mines  there  is  no  PHA  able  and  willing 
to  administer  an  ACC  with  respect  to 
housing  owned  by  the  first  PHA.  HUD 
(or  another  entity  acting  on  behalf  of 
HUD)  may,  pursuant  to  Section 
8(b)(1)  of  the  Act,  enter  ihto  a  Con¬ 
tract  with  the  PHA  and  perform  the 
functions  otherwise  assigned  to  PHAs 
under  this  part  with  respect  to  such 
housing. 

(Section  7(d),  Department  of  HUD  Act  (42 
U.S.C.  3535(d)):  section  5(b).  U.S.  Housing 
Act  of  1937  (42  U.S.C,  1437c(b».) 

Issued  at  Washington,  D.C.  March  8, 

1979. 

Lawrence  B.  Simons, 

Assistant  Secretary  for  Housing, 

Federal  Housing  Commissioner. 

(FR  Doc.  79-8140  Filed  3-16-79;  8:45  ami 
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